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KEY ECONOMIC INDICATORS 


1976 1976/1975 
(est) % increase 


Income and Production 


Gross Domestic Product 
At Current Prices 3496 
At Constant 1972 Prices 2705 


Production 
By Sector (Constant 1972 Prices) 
Agriculture and Fisheries 530 
Manufacturing 251 
Mining 35 
Energy 104 
Construction and 
Public Works 163 
Government Budget (Current Prices) 
Operations 714 
Capital 395 
Gross Investment 806 
% GDP 23 
National Income per capita $553. 


Money and Prices 


Money Supply 1225 
Price Indices (1970 = 100) 


Consumer - 135.8 
Wholesale ‘ 154.0 


Balance of Payments and Trade 
(3 months 

Foreign Exchange Reserves equivalent) 
Current Account Balance -5 
Basic Balance 71 227s 
Foreign Trade (Current Prices) 

Imports (C&F) 

from U.S. 91. 94. 92. 

Exports (FOB) 910. 860. 814. 

to U.S. 47. 88. 95.. 
Debt Service Ratio 

(External Debt Services/ 

Current Earnings) 7.5 9.0 9.4 


Exchange Rate $2.29=1TD $2.49=1TD $2.32=1TD 


Source: Ministry of Plan, Rapport sur le Budget Economique, 1977 
(a) Dollar equivalents used in table are claculated at prevailing exchange rates for 


each year and are therefore distorted and may not agree with statistics in the 
text quoted in Tunisian Dinars. 
(b) Irrelevant due to distortions, 





TUNISIA 


SUMMARY 


The Tunisian economy continued to display strength and versatility 

in 1976. Real growth of 9.9% closes out the Fourth Plan (1973/76) 

on an up-beat. Percapita income almost doubled in dollar terms 

over the four-year period and the savings/investment ratio was 
impressively high. Unemployment, the principal socio-economic 
problem, fell as government investment policy emphasized job creation 
in the industrial sector. 45,000 new jobs were created in 1976- 
163.500 for the four years - with the private sector playing a 
dynamic role. Agriculture and manufacturing showed substantial 

gains in 1976 while mining and chemicals were still weak but beginning 
to recover from the impact of the depressed international phosphate 
market. 


The Fifth Plan to be launched in 1977 will call for agricultural 
self-sufficiency, full employment, and freedom from dependence on 
external aid by 1981. An ambitious investment program of 4,200 


million Tunisian Dinars (TD) will require strict discipline over 
consumption, high assistance levels from donors, and heavy foreign 
borrowing. Major projects in agricultural infrastructure; hydro- 
carbons, especially gas, phosphate mining, processing and derivative 
chemicals; road building, and building materials (cement) will 
absorb most of the investment funds. Nevertheless, numerous 

smaller projects in light industry are expected to be a prime source 
of new jobs. 


U.S. suppliers and potential investors will find a wide range of 
attractive possibilities in Tunisia. Companies looking for a 
manufacturing point to supply the EEC, duty-free, and the Arab 

states would do well to investigate the favorable climate for foreign 
investment in Tunisia. Export opportunities are good in tradition- 
ally strong U.S. sectors such as aircraft, heavy equipment, agricultural 
machinery, computers, office machinery and scientific/medical equipment. 
Also of interest are machinery for mining and light industry (plastics, 
electronics, textiles and clothing, etc.), building materials and 
systems and food processing equipment. 


The U.S. share of the Tunisian market has fallen to 6% of total imports 
in recent years; but the Department of Commerce and the U.S.-Tunisian 
Joint Commission are now seeking ways to expand trade and to increase 
American investment in Tunisia. 





CURRENT ECONOMIC SITUATION AND TRENDS 


1976 and the Fourth Plan 


OUTPUT AND INVESTMENT: Achieving real growth of 9.9% for 1976, the Tunisian 
economy closed out the Fourth Development Plan (1973-1976) on an up-beat. 
For the four years, Gross Domestic Product (GDP) grew at an average rate 

of 7.5% per annum, against a planned growth rate of 6.6%. Per capita annual 
income increased from 171 dinars (approximately $357) in 1972 to 272 dinars 
(approximately $631) in 1976. Despite major advances in consumer spending, 
averaging over 10% per year, the domestic savings rate reached the vicinity 
of 25% and remained at that level throughout the Fourth Plan. Comparative. 
figures on income distribution are not available specifically for the 1973- 
1976 period, but a Tunisian government study reveals that the proportion of 
the population earning less than 50TD per capita per annum fell from 272 in 
1966 to 16% in 1975. Conversely, the proportion enjoying more than 100 TD 
per annum rose from 33% in 1966 to over 50% in 1975. This generalized 
increase in income levels is reflected in heavy demand for consumer goods 
and in efforts by commercial establishments to attract customers through 
attractive premises and a wider range of merchandise. 


The excellent performance of the Tunisian economy during the Fourth Plan 

can be attributed in part to a revival of private investment activity through- 
out the economy. The economic policy and philosophy of the government of 
Prime Minister Hedi Nouira, former Governor of the Central Bank, have encour- 
aged the. private sector to take an.active role in new development. The 
government, meanwhile, retains the prerogative to guide and direct the path 

of development, to invest actively in crucial economic sectors which require 
large capital outlays, as well as to finance infrastructure. In 1976, 
thirty-one percent of GDP was allocated to investment for a total of 586 
million TD, of which 57.3% came from the public sector (government and govern- 
ment enterprises) and 42.7% from the private sector. For the Fourth Plan, 

the total investment of 1,600 million TD exceeded plan projections by 500 
million TD - the private sector providing 45% of the total as opposed to 30% 
or less during the sixties. 


This investment was concentrated on immediately productive projects, thus 
resulting in a major increase in full-time jobs. Earlier investments in 
infrastructure had paved the way for this crucial step toward self-sustained 
growth. At the time of the 1975 census, unemployment was estimated at 15.7% 
of the labor force of 1.6 million persons, 81% men and 19% wcmen. Almost 
half of unemployment is attributable to young people in search of their 
first job. In creating jobs, the performance of the Fourth Plan far exceeded 
expectations. It resulted in 163,500 new full-time industrial jobs instead 
of the 119,000 planned. Tunisian legislation granting tax and other advan- 
tages to domestic and foreign investors in projects with high labor content 
is the major contributing factor to this result. 





Viewing the economy on a sectoral basis, 1976 was a good year for AGRICULTURE 
(+7.9%) despite late season damage to the wheat crop and continuing problems 
in marketing olive oil abroad. New agricultural techniques, e.g., planting 
early fruit and vegetables under plastic, are gradually being introduced and 
are creating new marketing opportunities in Europe. The INDUSTRIAL sector 
(+3.9%) was heavily influenced by a weak mining and energy secton (-21%) but 
displayed strength in manufactuing..(+18.8) and construction (+22.7%). 

Although PHOSPHATE shipments recovered in 1976, prices were down (from $56/ton 
to $32/ton) and production was cut back to reduce excess stock accumulation in 
1975. PETROLEUM - while awaiting resolution of a border dispute with Libya 

in a highly promising off-shore area and results from new exploration - was 
down as on-shore production at the El Borma field continued to fall. Current 
investment in a $150 million secondary recovery program at El Borma, using 
American engineering, will nearly double the El Borma production to 3.2 million 
tons annually by 1980. Meanwhile, the Ashtart off-shore field supplies over 
half of Tunisia's total petroleum output. Production is planned to begin 

at the far off-shore Isis field, of which AMOCO holds 33%, in 1977. 


In MANUFACTURING, the sub-sectors of building materials, textiles and mechanical 
and electrical equipment each grew by more than 30%. Although CONSTRUCTION 

was held back by a shortage of building materials, particularly cement, it 
showed a major increase in output. As usual, the SERVICE sector output 

(+13%) rose at a rate slightly above overall GDP: telecommunications, shipping 
and air transportation led the sector. In 1976 the GDP sector breakdown was 


Agirculture 21%, Industry 26% (Mines and Energy 6%, Manufacturing 11%, 
Construction 9%), Services (excluding Government) 39% and Government 14%. 


MONEY, PRICES, BALANCE OF PAYMENTS: Prices performed well in Tunisia during 
the 1973-1976 period despite the global inflation which reached double-digits 
in many countries. After a 9% inflation rate in 1975, the consumer price 
index rose only 5.5% in 1976. (Continuing government subsidies totalling 38.2 
million TD were required to hold down the prices of certain necessities.) 
Other indices, although less affected by such subsidies, show the same 
moderate trend. Apart from subsidies, the inflation rate was dampened in 1976 
by cautions monetary policy, limiting the growth of the money supply to 11% - 
only slightly above the real growth rate. 


The banking system in 1975-1976 began to play a larger role in financing 
investment. Recent laws requiring an increase in bank capitalization to one 
million TD and promulgating new portfolio requirements for commercial banks 
serve to strengthen the ability and incentive of commercial banks to partic- 
ipate in the development effort. the latter regulation requires that 43% of 
total deposits be employed to finance medium and long term capital development 
needs in the public and private sector. The portfolio adjustment process 

shows that commercial banks had already attained a ratio of 35.4% in these 
categories during 1976, and that the commercial banking system is slowly 

taking the initiative in developing investment projects with the private sector. 
To provide a new source of loan funds, the Government budgets for 1976 and 1977 
contain allocations to subsidize long-term domestic loans made by commercial 
banks, thus permitting them to contract foreign loans at interest rates 

above the domestic ceiling. 





Public debt, internal and external, is not presently a problem. During 
1976, the government issued only 25 million TD in bonds against a budgeted 
70 million TD; all proceeds were destined for capital projects. External 
debt, virtually all on concessional or subsidized terms, totalled 588.2 
million TD at the end of 1976 - equivalent to 31% of GDP. Debt service 
absorbed only 9.4% of foreign exchange earnings. 


The external sector was strong throughout the Fourth Plan - displaying a 
surplus on goods and services in 1974; international reserves increased 

in 1973 and 1974. In 1976, the trade balance suffered a 272 million TD 
deficit primarily due to the continuing weakness in the phosphate and olive 
oil markets in the face of growing imports to support the development program. 
A second million-tourist year and sustained worker remittances reduced the 
current account deficit to 135 million TD, which was financed by a net 105 
million TD inflow in long and medium term loans plus a 30 million TD inflow 
from foreign investments (principally in petroleum exploration). Over the 
four years of the Plan, net foreign investment accounted for 16.42% of total 
investment. 


Future Trends: The Fifth Plan (1977-1981) 


Tunisia embarks on a crucial phase in its development program with the Fifth 
Development Plan. By the end of this plan, Tunisia hopes to have attained 
self-generating economic growth free from dependence on external assistance. 
Tunisian officials popularly describe this period as "the approach to 
economic take-off". 


Job creation remains the top priority. Economic planners have targeted a 
job for each new entrant to the labor force by 1981, or a total of 233,000 
new non-farm jobs over the five years. The GDP growth traget of 7.5% per 
year and the investment target of 4,200 million TD over the five years are 
designed to meet this need for new jobs. 


In agriculture, the planners have set, as the primary goal, a variation on 
agricultural self-sufficiency - a net zero balance in agricultural trade. 
If this goal is to be met, a major advance in agricultural production and 
productivity will be required. This means more efficient use of existing 
infrastructure, improved agricultural techniques, better land use policies, 
and new infrastructure. Total investment in the agricultural sector is 
planned to be 500 million TD. Several major agricultural infrastructure 
projects are included in the Fifth Plan: the Sidi Salem Dam and irrigated 
perimeter (32.5 million TD), the Mejerda-Cap Bon Canal (27 million TD), the 
Ghardimaou irrigation project (8 million TD), the second stage of the Bou 
Hertma Dam (19 million TD), other irrigated perimeters (29 million TD). 
Directly productive investment designed to raise agricultural productivity 
will absorb over 250 million TD. Agricultural credit programs, service 
cooperatives, the decentralization of state lands management and a new agency 
to insure efficient use of irrigated lands are planned. 





In industry, three subsectors will receive the bulk of the investments: 
Fertilizer and Chemicals, Petroleum and Cement. Major projects in each 

of these areas have been identified, including a program to double phosphate 
rock output, a major nitrogenous-phosphatic fertilizer plant, five cement 
plants, and probable development of the Miskar off-shore natural gas field. 
Expansion of the: Bizerte oil refinery and a products pipeline to Tunis also 
are scheduled but not firm until a decision is made on Miskar, While growth 
in export earnings is expected to come largely from processing of raw materials - 
mainly phospate and hydro-carbons - the bulk of the 100,000 new jobs in 
industry are to be created by 500 million TD in expected private investment 
in light manufacturing - mostlyin projects yet to be identified, Total 
investment in the industrial sector is to be 1,910 million TD, of which 
1,370 million TD is earmarked for projects already identified and under 
study or underway. 


Financing may provide difficult for the ambitious investment goals of the plan. 
Domestic savings are projected to cover 71.5% of total investment, or 

3,013 million TD. The domestic savings rate will have an ayerage 23% of 
projected annual income in order to meet this goal, Of the approximately 
one billion TD needed from abroad, the Tunisian government hopes to obtain 
abcut half in the form of multilateral and bilateral economic assistance 
(long-term, low-interest loans) and the other half commercially as mediun- 
term bank and supplier credits. Tunisia would thus be required to raise 500 
million TD ($1,200 million) over five years, averaging $240 million per year. 
If successful, its external debt will increase to 1,500 million TD in 1981, 
with a debt service requirement of 15.5% of foreign exchange earnings. 
Financing requirements will probably be even heavier than had been anticipated 
as 1977 began with a serious mid-season drought which will inflict a 30/402% 
reduction on the cereals crop and result in unexpected food imports. 


The socio-economic setting of the Fifth Plan will play a major role in 
Tunisia's ability to meet its investment and financing goals. Tunisia has 
enjoyed over twenty years of political stability under President Bourguiba. 
In recent years, Prime Minister Hedi Nouira has consolidated a workable 
mixed economy and a socio-economic system which is providing a steadily 
improving standard of living for most Tunisians. This favorable economic 
performance has strengthened the ability of the political system to pass 
smoothly into the post-Bourguiba era when it arrives. 


Labor unions are a well-organized force in Tunisia, and actively promote the 
demands of workers - yet are responsive to the overall economic objectives 

of the government. The trade union organization fully supports the governing 
party; the principal trade union leader is a member of its political committee 
and is in full agreement with the policies of Prime Minister Nouira. As 

one indication of its commitment to sharing the gains of development, the 
government - along with the national organizations representing business, 
labor and the farmers - signed in January 1977 a pact seeking to insure five 
years of social peace through mutually accepted wages increases. Despite the 





admonition of the five-year plan to slow the growth of consumption spending, 
the "Social Pact" has brought about a one-third increase in minimum industrrial 
and agricultural wages and equal absolute increases throughout the wage/ 

salary structure. An escalator clause guarantees additional increases 

under pre-defined conditions, emphasizing productivity. Wage scales still 

are reasonable. The labor union leadership is committed to support of 
government policy, and unions have pledged to avoid strikes. As a result 

of this pact, potential investors can better anticipate labor costs over 

an extended period. 


IMPLICATIONS FOR THE U.S. 


Discussion of bilateral commercial relations in the U.S.-Tunisian Joint 
Commission has centered on the desire of both sides to increase two-way 
trade and to expand American investment in Tunisia. Nevertheless, trade 
statistics show the U.S. as Tunisia's third (often fourth) trading partner - 
far behind the leader, France (6% versus 45% of total Tunisian imports). 
This can be explained by the fact that Tunisia presents a number of 

problems for American exporters: 


language - virtually all commercial dealings must be in French; 


distance - geographically means related transportation costs 
and service delays; 


market size - Tunisia has 5.5 million people and moderate income; 


trade formalities - import licenses and exchange controls not 
familiar to most American businessmen; 


financing - competitors often offer mixed concessional/commercial 
credit packages not available to U.S. suppliers; 


price - competitors will more often quote fixed prices on 
turn-key projects; 


tradition - links with France are well established and easy. 


Nevertheless, numerous American suppliers have successfully overcome these 
obstacles and are now well established in the Tunisian market. They have 
captured major portions of the market in aircraft (all new aircraft 

bought in the last five years and those scheduled for future purchase are 
American), agricultural machinery, air-conditioning equipment, business 
machines and computers, and scientific/medical instruments. The U.S. 

is also a major supplier of grain - both commercially and concessionally 
under Public Law 480. To assist U.S. exporters, the Export-Import Bank 

is prepared to finance sales to Tunisia. 





The new Tunisian Fifth Plan offers many attractive opportunities for 
American companies, both for direct export deals and for investment. 

The Tunisian government welcomes and encourages foreign private investment. 
Investors who come to Tunisia to produce entirely for export - to the 
Common Market for example - receive numerous tax, duty and exchange control 
advantages based on the special Export Industries Investment Code of 1972. 
Investment for the domestic or mixed export/domestic market is governed 

by a 1974 Code which grants fiscal and other advantages based on jobs 
created and exports. Export industries may be 100% foreign-owned, whereas 
companies producing for the domestic market must have 51% Tunisian equity. 
Although these investment codes are relatively new and still in the shake- 
down period, the Government, through its Investment Promotion Agency 
(API), is making every effort to overcome problems as they arise. 
Potential investors - especially in labor intensive manufacturing - are 
particularly attracted to Tunisia as a country with a moderate wage 
structure and less turbulent labor conditions, duty-free entry privileges 
for exports to the Common Market, and easy transportation - in addition 

to the tax and other incentives. Several American investors in such 
fields as garments, phosphate processing (fertilizer), food processing 

and textiles have already taken advantage of the Tunisian investment 
invitation. Each of these investors has been insured against political 
risks by the Overseas Private Investment Corporation (OPIC), a U.S. 
government agency. Response from Germany, the Netherlands, Belgium, 
France and other Western European countries has been even greater. 


American companies wishing to engage in trade rather than investment find 
it important to be well-informed and well-known on the Tunisian scene. 

To accomplish this, an agent/distributor relationship.with a reliable 

and active Tunisian company is ideal for most exporters, whereas 

regular visits to key Tunisian contacts by French speaking representative 
from the home or regional office is preferred by others. It is essential 
that correspondence, and particularly literature, be in French to ensure 
maximum success. 


The following product/service groups are singled out as particularly 
interesting for 1977 and the Fifth Plan: 


- Natural gas development: Discovery of a major off-shore natural 
gas field, Miskar, was announced in early 1975. Necessary 
studies have been completed and a decision is expected shortly 
on the development program for the field. Although the French 
company SNES (Elf-Aquitaine) will probably maintain a minority 
interest in the project - to be developed with the Tunisian 
government in a former SNEA permit area - supply of services 
and equipment for all phases of the project development 
treatment, transport and distribution will be open for competition. 
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- Heavy equipment: Major expansion programs in phosphate mining, 
road construction, land reclamation and dam construction will 
maintain the traditionally good market for heavy equipment in 
Tunisia. To enhance the position of U.S. suppliers in these 
*product areas, the U.S. Department of Commerce will sponsor two 
market promotion events during 1978 - Technical Sales Seminars 
in Mining Equipment (March 1978) and Materials Handling Equipment 
(May 1978). 


Construction and Engineering services for chemicals, cement 

and electrical power: Although many projects for the Fifth 
Plan are beyond the engineering stage, these product areas are 
destined for further expansion and relationships established at 
an early stage would be advantageous. Collaborative ventures 
with Tunisian partners are favored. 


Light industry: Recognized as a prime source of jobs, Tunisia 

is promoting light industry (e.g., plastics, glass, electronics, 
mechanical and electrical equipment, leather goods) among domestic 
entrepreneurs. American investment in these industries for export 
would be particularly welcome. A good market is developing for 
the machinery and equipment necessary for light industrial plants. 


Textile and garment equipment: Garment exports from Tunisia doubled 
in 1976 - an indication of the growth of this industry. The 
government-owned textile company SOGITEX plans to double its 
spinning and weaving capacity by 1981. Although most firms in 

the garment industry are non-Tunisian, there is a good market 

for equipment. 


Computers and peripheral equipment: Tunisia is just entering the 
era of computers. There are approximately 60 medium and large 
computers in Tunisia now, with plans for at least 4 major new 
systems in the next three years. Business and government use 

of medium size computer facilities is expected to expand rapidly. 


Leisure, Hotel and Restaurant Supplies: Tourism is big business 
in Tunisia - but the infrastructure is beginning to show signs of 
age and the strategy is to upgrade service, clientele - and 

price. Luxury facilities - including golf and casinos - will be 
provided at a major beach resort under construction at Sousse. 
Further new construction will be limited principally to one or two 
major luxury hotels in Tunis. Modernization and refurbishing 
will begin shortly. 
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- Building materials and systems: A Department of Commerce Trade 
Mission on Building Materials, scheduled for April 1976, will 
expose the Tunisian buyers to the possibilities for efficient 
construction of commercial and residential buildings. At present, 
virtually all construction in Tunisia is rock, block and concrete - 
slow and costly. The need for housing and new office space for 
business and government will likely lead to an active search for 
new techniques. 


This listing is not intended to be encyclopedic, but to present a sketch of 
promising areas for inquiry by U.S. companies. Major World Bank projects 

in many of the above areas, as well as new assistance to Tunisia from Arab 
oil producers, provide a substantial pool of united funds which can be 
captured by U.S. exporters. Virtually any product, even popcorn and poppers, 
has a market - but effort and patience are essential. 
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LOOKING FOR A GOOD 


a 
research 
tool 


INDEX TO FOREIGN MARKET REPORTS 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of industrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 





